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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  Flathead  Valley  Community 
College  for  the  two  fiscal  years  ended  June  30,  1986. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 
SUMMARY  OF  RECOMMENDATIONS 


This  listing  serves  as  a  means  of  summarizing  the  recommendations  contained  in 
the  report  and  the  audited  agency's  reply. 

Page 

Recommendation  #1  -  We  recommend  that  all  accounts  be  reconciled  on  a 

timely  basis  to  the  general  ledger  without  differences.  9 

Agency  Response:   Do  not  concur.   See  page  30. 

Recommendation  #2  -  We  recommend  that  more  care  be  taken  in  pricing 

bookstore  inventory  9 

Agency  Response:   Concur.   See  page  31. 

Recommendation  #3  -  We  recommend  that  before  an  adjusting  journal  entry 

is  posted,  there  be  reasonable  justification  and  support  for  making 

the  adjustment  9-10 

Agency  Response:   Concur.   See  page  31. 

Recommendation  #4  -  We  recommend  that  adjustments  to  fund  balance  be 

limited  only  to  material  corrections  of  errors  as  defined  in  APB  Opinion 

20.  10-11 

Agency  Response:   Concur.   See  page  31. 

Recommendation  #5  -  We  recommend  that  the  number  of  adjusting  journal 

entries  be  drastically  reduced.  11 

Agency  Response:   Concur.   See  page  31. 

Recommendation  #6  -  We  suggest  a  check  protector  be  used  on  all 

manual  checks  11 

Agency  Response:   Concur.   See  page  32. 

Recommendation  //7  -  We  we  recommend  that  more  care  be  taken  in 

computing  unrestricted  credit  hours.  11 

Agency  Response:   Concur.   See  page  32. 

Recommendation  #8  -  We  recommend  that  more  care  be  taken  in  coding 
expenditures.  12 

Agency  Response:   Concur.   See  page  32. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 

Recommendation  #9  -  We  recommend  the  College  draw  down  federal 

student  financial  aid  funds  in  a  more  timely  fashion  to  meet  its 

needs.  12 

Agency  Response:   Concur.   See  page  32. 

Recommendation  #10  -  We  recommend  the  College  establish  procedures 

that  will  result  in  the  timely  submission  of  the  student  financial  aid 

report  of  expenditures.  12 

Agency  Response:   Concur.   See  page  33. 

Recommendation  #11  -  We  recommend  the  College  periodically  review 

photocopy  costs  and  adjust  the  recharge  rate  accordingly.  12 

Agency  Response:   To  be  received.   See  page  34. 

Recommendation  #12  -  We  recommend  the  Board  of  Trustees  enforce  or 

change  policy  requiring  its  approval  of  remodeling  expenditures 

exceeding  $5,000.  13 

Agency  Response:   To  be  received.   See  page  34. 

Recommendation  #13  -  We  recommend  personnel  policies  be  uniformly 
administered.  13 

Agency  Response:   To  be  received.   See  page  34. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 


GENERAL 


We  performed  a  financial/compliance  audit  of  Flathead  Valley  Community  College 
for  the  fiscal  years  ended  June  30,  1985  and  June  30,  1986.   Included  was  an 
audit  of  the  College's  contracts  and  grant's  and  financial  aid  programs  for  the 
two  fiscal  years  ended  June  30,  1986.   The  College  participates  in  the  following 
federal  financial  aid  programs:   the  College  Work.  Study  (CWS)  Program,  the 
Supplemental  Educational  Opportunity  Grant  (SEOG)  Program,  The  Guaranteed 
Student  Loan  (GSL)  Program  and  the  Pell  Grant  Program.   The  College  also 
receives  student  financial  aid  funds  from  State  Student  Incentive  Grants  and 
other  private  sources. 

The  objectives  of  our  audits  were  to:   (1)  determine  if  the  financial  statements 
of  the  College  present  fairly  its  financial  position  and  results  of  operations 
for  the  years  ended  June  30,  1985  and  June  30,  1986;  (2)  determine  if  the 
College  complied  with  applicable  state  and  federal  laws  and  regulations;  (3) 
make  recommendations  for  the  improvement  of  management  and  internal  controls; 
and  (4)  determine  whether  prior  audit  recommendations  have  been  effectively 
implemented. 

Our  audits  of  the  College  Work  Study,  Supplemental  Educational  Opportunity 
Grants,  Guaranteed  Student  Loan,  and  Pell  Grants,  were  performed  in  accordance 
with  the  financial  and  compliance  elements  of  the  "Standards  for  Audit  of 
Governmental  Organizations,  Programs,  Activities  and  Functions,"  1981,  and  the 
audit  guide  prescribed  by  the  U.S.  Department  of  Education,  March,  1984. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 

BACKGROUND 

The  Flathead  Valley  Community  College  was  established  in  April  1967,  under  the 
statutory  provisions  for  community  colleges  enacted  by  the  1965  Montana 
Legislative  Assembly.   It  serves  the  residents  of  Flathead  County  which  com- 
prises its  college  district,  as  well  as  residents  from  other  parts  of  the  state 
of  Montana  and  throughout  the  nation.   The  college  is  fully  accredited  by  the 
Northwest  Association  of  Schools  and  Colleges. 

Under  the  laws  of  Montana,  the  Board  of  Regents  of  Higher  Education  is  vested 
with  the  general  supervision  of  community  colleges.   Flathead  Valley  Community 
College  is  governed  by  a  board  of  trustees  elected  from  the  district.   The 
college  president  is  responsible  for  the  immediate  direction,  management,  and 
control  of  the  institution. 

Flathead  Valley  Community  College  offers  the  following  instructional  services 
for  which  associate  degrees  and/or  certificates  of  completion  may  be  granted: 

A.  Freshman  and  sophomore  courses  for  transfer  to  a  four-year  university  or 
college  leading  toward  a  baccalaureate  degree. 

B.  Occupational  education  for  entry  into  specific  vocations  and  upgrading  in 
order  to  increase  effectiveness  on  the  job. 

C.  Developmental  education  for  students  who  are  not  prepared  for  college  work 
and/ or  occupational  programs. 

D.  Continuing  education  for  individuals  in  the  community  who  may  desire  further 
general  education  in  a  vocational  field  or  in  a  social,  cultural  interest, 
programs  and  courses  can  be  varied  and  modified  to  meet  the  needs  and 
demands  of  the  community. 

Basic  funding  for  the  current  operations  of  the  college  is  provided  from  the 
state  general  fund,  student  tuitions  and  fees,  and  a  mandatory  district  levy. 


Charles  Bailly  &  Company 

Certified  Public  Accountants 


Offices  in  Minnesota, 

Montana,  North  Dakota 

and  South  Dakota 

Associates  in  principal  cities 

of  United  States,  Canada. 

Mexico,  Europe 

and  Asia 


Suite  425  •  First  National  Bank  Building 
Great  Falls,  Montana  59401 
Telephone  (406)  727-4004 


The  Board  of  Trustees 

Flathead  Valley  Community  College 

Kalispell,  Montana 


We  have  examined  the  financial  statements  of  Flathead  Valley  Community 
College,  for  the  years  ended  June  30,  1986  and  1985,  and  have  issued  our  report 
thereon  dated  November  8,  1986.   Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards  and  the  standards  for  financial  and 
compliance  audits  contained  in  the  "Standards  for  Audit  of  Governmental 
Organizations,  Programs,  Activities,  and  Functions",  issued  by  the  U.S.  General 
Accounting  Office,  and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

The  management  of  Flathead  Valley  Community  College  is  responsible  for  the 
College's  compliance  with  laws  and  regulations.   In  connection  with  our  examina- 
tion referred  to  above,  we  selected  and  tested  transactions  and  records  to 
determine  the  College's  compliance  with  laws  and  regulations  noncompliance  with 
which  could  have  a  material  effect  on  the  financial  statements  of  the  College. 

The  results  of  our  tests  indicate  that  for  the  items  tested,  Flathead 
Valley  Community  College  complied  with  those  provisions  of  laws  and  regulations 
noncompliance  with  which  could  have  a  material  effect  on  the  financial  state- 
ments.  Nothing  came  to  our  attention  that  caused  us  to  believe  that  for  the 
items  not  tested  Flathead  Valley  Community  College  was  not  in  compliance  with 
laws  or  regulations  noncompliance  with  which  could  have  a  material  effect  on  the 
College's  financial  statements. 


diroy^  Bou'/ly  fCoi»p*"\r 


Great  Falls,  Montana 
November  8,  1986 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 

FINDINGS  AND  RECOMMENDATIONS 


Internal  Accounting  Control 

We  have  examined  the  financial  statements  of  Flathead  Valley  Community  Colleqe 
for  the  years  ended  June  30,  1986  and  1985,  and  have  issued  our  report  thereon 
dated  November  8,  1986.  As  part  of  our  examination,  we  made  a  study  and  eva- 
luation of  the  College's  system  of  internal  accounting  control  to  the  extent 
we  considered  necessary  to  evaluate  the  system  as  required  by  generally 
accepted  auditing  standards  and  the  standards  for  financial  and  compliance 
audits  contained  in  the  U.S.  General  Accounting  Office's  "Standards  for  Audit 
of  Governmental  Organizations,  Programs,  Activities  and  Functions."  The  pur- 
pose of  our  study  and  evaluation  was  to  determine  the  nature,  timing,  and 
extent  of  the  auditing  procedures  necessary  for  expressing  an  opinion  on  the 
College's  financial  statements.  Our  study  and  evaluation  was  more  limited 
than  would  be  necessary  to  express  an  opinion  on  the  system  of  internal 
accounting  control  taken  as  a  whole. 

The  management  of  Flathead  Valley  Community  College  is  responsible  for 
establishing  and  maintaining  a  system  of  internal  accounting  control.   In 
fulfilling  this  responsibility,  estimates  and  judgments  by  management  are 
required  to  assess  the  expected  benefits  and  related  costs  of  control  proce- 
dures. The  objectives  of  a  system  are  to  provide  management  with  reasonable, 
but  not  absolute,  assurance  that  assets  are  safeguarded  against  loss  from 
unauthorized  use  or  disposition,  and  that  transactions  are  executed  in  accor- 
dance with  management's  authorization  and  recorded  properly  to  permit  the  pre- 
paration of  financial  statements  in  accordance  with  generally  accepted 
accounting  principles. 

Because  of  inherent  limitations  in  any  system  of  internal  accounting  control, 
errors  or  irregularities  may  nevertheless  occur  and  not  be  detected.  Also, 
projection  of  any  evaluation  of  the  system  to  future  periods  is  subject  to  the 
risk  that  procedures  may  become  inadequate  because  of  changes  in  conditions  or 
that  the  degree  of  compliance  with  the  procedures  may  deteriorate. 

Our  study  and  evaluation  made  for  the  limited  purpose  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in  the 
system.  Accordingly,  we  do  not  express  an  opinion  on  the  system  of  internal 
accounting  control  of  Flathead  Valley  Community  College  taken  as  a  whole. 
However,  our  study  and  evaluation  disclosed  the  following  conditions  that  we 
believe  result  in  more  than  a  relatively  low  risk  that  errors  or  irregulari- 
ties in  amounts  that  would  be  material  in  relation  to  the  financial  statements 
of  Flathead  Valley  Community  College  may  occur  and  not  be  detected  within  a 
timely  period. 

Segregation  of  Incompatible  Duties 

A  limited  number  of  personnel  have  the  primary  responsibility  for  all  of  the 
accounting  and  financial  and  data  processing  duties.  As  a  result,  many  of 
those  aspects  of  internal  accounting  control  which  rely  upon  an  adequate 
segregation  of  duties  are,  for  all  practical  purposes,  missing  in  your 
College.  We  recognize  that  your  College  probably  is  not  large  enouqh  to  make 
the  employment  of  additional  persons  for  the  purpose  of  seqreqatinq  duties 
practicable  from  a  financial  standpoint,  but  we  are  required,  under  our  pro- 
fessional responsibilities,  to  call  the  situation  to  your  attention. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 

FINDINGS  AND  RECOMMENDATIONS  (Continued! 


General  Ledger  Reconciliation 

The  June  30,  1984  auditors'  findings  stated  that  a  detailed  listing  of 
accounts  payable  to  vendors  and  accounts  receivable  relating  to  credit  memos 
did  not  agree  to  the  general  ledger. 

At  June  30,  1986  and  1985,  detailing  listings  of  the  following  accounts  did 
not  agree  to  the  general  ledger: 

a.  Accounts  receivable 

b.  Accrued  expenditures  received  after  year  end 

c.  Credit  memos  receivable 

d.  Cash 

e.  Accounts  payable 

The  reconciliations  of  these  general  ledger  accounts  included  minor  unknown 
differences. 

Furthermore,  the  June  30,  1986  reconciliation  of  accounts  payable  was  not 
completed  until  November,  '1986. 

Recommendation  #1 

We  recommend  that  all  accounts  be  reconciled  on  a  timely  basis  to  the 
general  ledger  without  differences. 

Bookstore  Inventory 

The  auditors'  findings  at  June  30,  1984  listed  several  recommendations 
regarding  the  inventory  and  accounting  procedures  of  the  bookstore.  Our  tests 
and  procedures  indicated  that  there  have  been  improvements  in  this  area; 
however,  further  improvement  is  needed.  We  noted  several  errors  in  the 
pricing  of  bookstore  inventory. 

Recommendation  #2 

We  recommend  that  more  care  be  taken  in  pricing  bookstore  inventory. 

Justification  for  Adjusting  Journal  Entries 

Several  years  ago  the  College  established  a  photo-copier  fund  as  a  current 
designated  fund.  Other  funds  were  charged  for  copies  based  upon  actual  usage 
at  a  standard  rate.   In  April  1986,  an  adjustment  was  posted  reversing  all 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 
FINDINGS  AND  RECOMMENDATIONS  (Continued) 


Justification  for  Adjusting  Journal  Entries  (Continued) 

current  charges  to  the  current  general  operating  fund.  Charges  to  other  funds 
were  not  reversed.  There  was  no  justification  for  this  adjustment.  A  memo 
attached  to  the  journal  entry  suggested  that  the  adjustment  was  made  as  a 
result  of  budgetary  constraints.  During  the  year,  the  Governor  ordered  all 
state  agencies  to  reduce  their  expenditures  by  five  percent.  Only  the 
College's  current  general  operating  fund  is  subject  to  state  funding  and 
control.  Thus,  it  appeared  that  the  entry  was  posted  only  to  reduce  general 
fund  expenditures. 

Recommendation  #3 

We  recommend  that  before  an  adjustment  is  posted,  there  be  reasonable 
justification  and  support  for  making  the  adjustment. 

These  conditions  were  considered  in  determining  the  nature,  timing,  and  extent 
of  the  audit  tests  to  be  applied  in  our  examination  of  the  June  30,  1986  and 
June  30,  1985,  financial  statements,  and  do  not  affect  our  report  on  these  finan- 
cial statements  dated  November  8,  1986. 

The  preceding  paragraphs  are  intended  solely  for  the  use  of  management  of 
Flathead  Valley  Community  College  and  the  State  of  Montana  and  should  not  be 
used  for  any  other  purpose.  This  restriction  is  not  intended  to  limit  the 
distribution  of  this  report  which,  upon  acceptance  by  the  State  of  Montana,  is  a 
matter  of  public  record. 

oooooooo 

The  following  are  not  material  weaknesses,  but  are  suggestions  which  could  be 
considered  for  changes  or  improvements. 

Adjusting  Journal  Entries 

Prior  Period  Adjustments 

The  College  is  posting  an  unusually  large  number  of  adjustments  to  fund 
balance.  Accounting  Principles  Board  Opinion  20  states  that  eguity  should  be 
adjusted  for  a  correction  of  an  error.  The  Opinion  defines  a  correction  of  an 
error  as  a  mathematical  mistake,  a  mistake  in  the  application  of  an  accounting 
principle  or  a  mistake  in  facts  at  the  time  the  prior  financial  statements 
were  prepared. 

The  majority  of  adjustments  posted  to  fund  balance  were  to  record  immaterial 
expenditures  paid  in  the  current  year  which  relate  to  the  prior  year. 
Generally,  these  items  are  treated  as  period  costs  by  most  organizations 
unless  they  are  material  in  relation  to  the  Organization's  total  assets,  total 
equity  or  excess  of  revenue  over  expenditures. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 
FINDINGS  AND  RECOMMENDATIONS  (Cont inued ) 


Recommendation  #4 

We  recommend  that  adjustments  to  fund  balance  be  limited  only  to  material 
correction  of  errors  as  defined  in  APB  Opinion  20. 

Volume  of  Adjusting  Journal  Entries 

A  large  number  of  adjusting  journal  entries  were  posted  to  the  general  ledger. 
Approximately  900  entries  were  posted  in  1985  and  300  in  1986.   Adjusting 
journal  entries  should  only  be  used  for  unusual  and  non-recurring 
transactions. 

Recommendation  #5 

We  recommend  that  the  number  of  adjusting  journal  entries  be  drastically 
reduced.   The  number  of  adjusting  journal  entries  could  be  reduced  by  the 
following: 

a.  More  care  should  be  taken  when  data  is  originally  entered  into  the 
system. 

b.  The  computer  software  could  be  programmed  such  that  all  normal, 
recurring  transactions  are  recorded  in  one  of  the  journal  programs 
rather  than  as  an  adjusting  journal  entry. 

Check.  Protector 

A  check  protector  is  not  being  used  for  manually  prepared  checks. 

Recommendation  #6 

To  prevent  any  chance  of  alteration  of  checks,  we  suggest  a  check  protector 
be  used  on  all  manual  checks. 

FTE  Reports 

In  our  test  of  Full-Time  Equivalents  (FTE),  we  noted  that  the  credit  hours 
reported  on  Report  I  did  not  agree  to  Report  C-D  of  the  third  week  report  for 
Fall  1985.   This  resulted  in  an  understatement  of  nearly  four  FTE's. 

In  addition,  a  transfer  of  instructor  salaries  from  unrestricted  to  restricted 
Title  III  funds  caused  unrestricted  FTE's  to  be  overstated  as  follows: 
Fall  1985,  27.07;  Winter  1986,  28.47;  Spring  1986,  14.00;  Total  69.54  FTE's. 
Revised  FTE  reports  were  not  prepared. 

Recommendation  #7 

As  the  future  state  appropriations  are  based  upon  unrestricted  FTE,  we 
recommend  more  care  be  taken  in  computing  unrestricted  credit  hours,  and 
that  revised  reports  be  submitted. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 
FINDINGS  AND  RECOMMENDATIONS  (Continued) 


Expenditure  Account  Codings 

In  our  test  of  disbursements,  we  found  an  instance  in  which  an  expenditure  was 
coded  to  an  incorrect  account  code. 

Recommendation  #8 

We  recommend  that  more  care  be  taken  in  coding  expenditures. 

Student  Financial  Aid  Program 

Cash  Management  of  Student  Financial  Aid 

The  College  has  not  been  drawing  down  (Student  Financial  Aid)  SFA  funds 
timely.   It  covers  SFA  expenditures  for  nine  months  from  its  own  funds  before 
requesting  federal  funds. 

Recommendation  #9 

We  recommend  the  College  draw  down  federal  funds  in  a  more  timely  fashion  to 
meet  its  needs. 

Recipient  Report  of  Expenditures 

The  College  has  been  filing  its  Recipient  Report  of  Expenditures  several 
months  after  the  due  date. 

Recommendation  #10 

We  recommend  that  the  College  establish  procedures  that  will  result  in  the 
timely  submission  of  report  of  expenditures. 

Photocopy  Recharge 

The  College  has  been  recharging  photopcopy  costs  to  other  funds  at  a  rate  in 
excess  of  actual  costs,  causing  a  negative  expenditure  in  the  photocopy  fund 
and  correspondingly  higher  costs  in  other  funds. 

Recommendation  #11 


We  recommend  the  College  periodically  review  photocopy  costs  and  adjust  the 
recharge  rate  accordingly. 

Remodeling  Expenditures 

The  Board  of  Trustees  of  the  College  has  a  policy  requiring  its  approval  for 
remodeling  expenditures  exceeding  $5,000.   We  noted  occasions  where  this 
policy  was  not  followed  or  was  not  formally  acted  upon. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 
FINDINGS  AND  RECOMMENDATIONS  (Continued) 


Recommendation  #12 

We  recommend  the  Board  of  Trustees  enforce  or  change  its  policy  regarding 
approval  of  remodeling  expenditures  exceeding  $5,000. 

Personnel  Policies 

During  1986,  an  employee  was  granted  a  compensated  absence  that  had  not  been 
earned  as  vacation,  compensatory  time,  etc. 

Recommendation  #13 

We  recommend  personnel  policies  be  uniformly  administered. 


Charles  Bailly  &  Company 


Certified  Public  Accountants 

Suite  425  •  First  National  Bank  Building  Offices  in  Minnesota, 

Great  Falls,  Montana  59401  Montana,  North  Dakota 

Telephone  (406)  727-4004  an(j  South  Dakota 

Associates  in  principal  cities 

of  United  States,  Canada, 

Mexico,  Europe 

and  Asia 

The  Board  of  Trustees 

Flathead  Valley  Community  College 

Kalispell,  Montana 

We  have  examined  the  balance  sheets  of  Flathead  Valley  Community  College  as 
of  June  30,  1986  and  1985  and  the  related  statements  of  changes  in  fund  balances 
and  current  funds  revenues,  expenditures,  and  other  changes  for  the  years  then 
ended.   Our  examinations  were  made  in  accordance  with  generally  accepted 
auditing  standards,  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  accompanying  financial  statements  present  fairly  the 
financial  position  of  Flathead  Valley  Community  College  at  June  30,  1986  and 
1985  and  the  changes  in  fund  balances  and  the  current  funds  revenues,  expen- 
ditures, and  other  changes  for  the  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  applied  on  a  consistent  basis. 


CW^boA  f(c*AO«y 


Great  Falls,  Montana 
November  8,  1986 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 

BALANCE  SHEETS 

JUNE  30,  1986  AND  1985 
(Page  1  of  2) 


ASSETS 


Cash  -  Note  2 
Receivables- 
Tuition,  less  allowance  for  doubtful  accounts  of 

$3,354  in  1986  and  $2,941  in  1985 
Taxes,  less  allowance  for  doubtful  accounts  of 

$42,214  in  1986  and  $37,266  in  1985 
Other 
Due  from  other  funds 
Prepaid  expenses 

Total  general  operating 


Cash  -  Note  2 
Accounts  receivable 


Total  designated 


Accounts  receivable 
Inventory 


Total  auxiliary 
Total  unrestricted 


Cash  -  Note  2 
Receivables 
Taxes,  less  allowance  for  doubtful  accounts 

of  $3,730  in  1986  and  $3,440  in  1985 
Grants 

Total  retricted 


Total  current  funds 


1986 


1985 


LIABILITIES  AND  FUND  BALANCES 


CURRENT  FUNDS 
UNRESTRICTED 

General  Operating 


$   475,138  $   426,585 


3,771 


86,432 


14,922 
31,011 


132,365 


12,762 


176,987 

217 

104,502 

9,763 

770,378 

149,065 

316        ( 
102,816 
14,323 
705,867 

Designated 

65,173 
123 

122,860        l 
382        I 

65,296 

I 
123,242 

Auxiliary 

37,837 
79,880 

25,155        ; 
104,110        I 

117,717 

E 
129,265 

953,391 

958,374 

RESTRICTED 

Accounts  payable 
Deferred  revenue 
Accrued  employee  leave 
Fund  balance 


Commitments  and  contingencies  -  Note  6 
Total  general  operating 


Accounts  payable 
Deferred  revenue 
Fund  balance 


53,401 


13,758 
33,345 


100,504 


$  1,085,756  $  1,058,878 


Total  designated 


Accounts  payable 
Due  to  other  funds 
Fund  balance 

Total  auxiliary 

Total  unrestricted 


Accounts  payable 
Accrued  employee  leave 
Deferred  revenue 
Due  to  grantor 
Fund  balance 

Total  restricted 

Total  current  funds 


1986 


770,378 


1985 


>     29,388  $ 

26,859 

19,748 

26,780 

209,996 

185,150 

511,246 

467,078 

705,867 


6,535 

6,172 

2,940 

3,881 

55,821 

113,189 

65,296 

123,242 

6,521 

4,838 

104,502 

102,816 

6,694 

21,611 

117,717 

129,265 

953,391 

958,374 

34,260 

5,604 

17,048 

13,761 

32,023 

28,293 

11,096 

9,370 

37,938 

43,476 

132,365 

100,504 

5  1,085,756  $ 

1,058,878 

(Continued) 
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FIATHEAD  VALLEY  COMMUNITY  COLLEGE 

BALANCE  SHEETS 

JUNE  30,  1986  AND  1985 
(Page  2  of  2) 


ASSETS 


LIABILITIES  AND  FUND  BALANCES 


1986 


1985 


1986 


1985 


Cash  -  Note  2 

Loans  to  students,  less  allowance  for  doubtful 
accounts  of  $-0-  in  1986  and  $893  in  1985 

Total  student  loan  funds 


Cash  -  Note  2 


Total  unexpended 


1,185 
1,878 


3,063  $ 


72,162  $ 


72,162 


STUDENT  LOAN  FUNDS 


696 
1,108 


Accounts  payable 
Fund  balance 


1,804 


Total  student  loan  funds 


PLANT  FUNDS 


Unexpended 


83,515 


83,515 


Accounts  payable 
Accrued  interest  payable 
Fund  balance 

Total  unexpended 


Investment  in  Plant 


3,063 


3,063  $ 


30 
1,774 


1,804 


790 

16,327  19,703 

55,045  63,812 

72,162  83,515 


Land,  buildings  and  improvements  -  Note  3 
Equipment  -  Note  3 
Library  books  and  films 

Total  investment  in  plant 

Total  plant  funds 


1,354,685 

1,369,925 

103,375 

2,827,985 

$  2,900,147 


1,286,491 

1,104,258 

99,108 

2,489,857 

$  2,573,372 


Notes  payable  -  Note  3 
Net  investment  in  plant 

Total  investment  in  plant 


Total  plant  funds 


554,642      622,628 
2,273,343    1,867,229 


2,827,985    2,489,857 


$  2,900,147  $  2,573,372 


Cash  -  Note  2 

Total  agency  funds 


AGENCY  FUNDS 
25,181  $    22,275 


25,181  $ 


22,275 


Deposits  held  in  custody  for  others 
Total  agency  funds 


$     25,181  $     22,275 
$     25,181  $     22,275 


See  notes  to  financial  statements. 
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FIATHEAD  VALLEY  COMMUNITY  COLLEGE 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 

YEAR  ENDED  JUNE  30,  1986 


REVENUES  AND  OTHER  ADDITIONS 

Unrestricted  current  fund  revenues 

Gifts,  grants,  and  contracts,  restricted 

Local  appropriations 

Student  fees 

Interest  on  investments 

Other  sources 

Expended  for  plant  facilities  (including 

$310,475  charged  to  current  fund  expenditures 
Retirement  of  indebtedness 

Total  revenues  and  other  additions 

EXPENDITURES  AND  OTHER  DEDUCTIONS 
Educational  and  general  expenditures 
Auxiliary  enterprise  expenditures 
Expended  for  plant  facilities  (including 

non-capitalized  expenditures  of  $23,994) 
Disposal  of  plant  facilities 
Retirement  of  indebtedness 
Interest  on  indebtedness 

Total  expenditures  and  other  deductions 

TRANSFERS  AMONG  FUNDS  -  ADDITIONS/ (DEDUCTIONS) 
Mandatory : 

Principal  and  interest 

Renewals  or  replacements 
Transfers  from  agency 
Transfers  within  current  funds 

Total  transfers 

NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 

FUND  BALANCE,  BEGINNING 

FUND  BALANCE,  ENDING 


Curre 

nt  Funds 

Student 

Plant 

Funds 

General 

Investment 

Operating 

Designated 
$   92,230 

Auxiliary 
$  203,106 

Restricted 
$ 

Loan 
$ 

Funds 

Unexpended 
$ 

in  Plant 

$  3,343,642 

$ 

- 

- 

- 

869,197 

- 

- 

- 

- 

- 

98,232 

- 

- 

_ 

- 

- 

- 

7,261 

- 

1,724 

_ 

- 

- 

- 

386 

- 

3,288 

- 

- 

- 

- 

- 

- 

6,013 

- 

3,343,642 


3,116,050 


92,230 


136,873 


203,106 


218,023 


975,076 


980,614 


11,025 


1,855 


87,704 


374,185 
67,986 

442,171 


36,057 


- 

- 

- 

- 

- 

67 

,986 

- 

- 

- 

- 

- 

- 

59, 
217 

,596 
,141 

- 

3,116, 

,050 

136, 

,873 

218 

,023 

980 

,614 

_ 

36, 

,057 

(75, 

,881) 

75 

,881 

(121 

,468) 

- 

- 

- 

- 

121 

,468 

- 

- 

1, 

,200 

- 

- 

1,289 

- 

- 

13, 
(183, 

44, 

,925 

,424) 

,168 

(13,925) 
(12,725) 
(57,368) 

- 

- 

- 

- 

- 

_ 

_ 

1,289 
1,289 

197 
(8 

,349 
,767) 

_ 

(14 

,917) 

(5 

,538) 

406 

,114 

467 

,078 

113, 

,189 

21 

,611 

43 

,476 

1,774 

63 

,812 

1 

,867 

,229 

$ 

511 

,246 

$   55, 

,821 

$    6 

,694 

$   37 

,938 

$ 

3,063 

$   55 

,045 

$  2 

,273 

,343 

See  notes  to  financial  statements. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 
STATEMENT  OF  CHANGES  IN  FUND  BALANCES 
YEAR  ENDED  JUNE  30,  1985 


REVENUES  AND  OTHER  ADDITIONS 

Unrestricted  current  fund  revenues 

Gifts,  grants,  and  contracts,  restricted 

Local  appropriations 

Student  fees 

Interest  on  investments 

Other 

Expended  for  plant  facilities  (including 

$133,844  charged  to  current  fund  expenditures 
Retirement  of  indebtedness 

Total  revenues  and  other  additions 

EXPENDITURES  AND  OTHER  DEDUCTIONS 
Educational  and  general  expenditures 
Auxiliary  enterprise  expenditures 
Administrative  and  collection  costs 
Expended  for  plant  facilities  (including 

non-capitalized  expenditures  of  $26,810) 
Disposal  of  plant  facilities 
Incurrment  of  debt 
Retirement  of  indebtedness 
Interest  on  indebtedness 

Total  expenditures  and  other  deductions 

TRANSFERS  AMONG  FUNDS  -  ADDITIONS/ (DEDUCTIONS) 
Mandatory : 

Principal  and  interest 

Renewals  and  replacements 
Transfers  from  agency 
Transfers  within  current  funds 


Total  transfers 
NET  INCREASE  (DECREASE)  IN  FUND  BALANCE 
FUND  BALANCE,  BEGINNING,  as  previously  reported 
PRIOR  PERIOD  ADJUSTMENT  -  Note  5 
FUND  BALANCE,  BEGINNING,  as  adjusted 
FUND  BALANCE,  ENDING 


General 
Operating 

$     3,117,679 


Current  Funds 


3,117,679 


3,004,220 


Designated 
$  148,938 


148,938 


142,699 


Auxiliary 
$  180,625 


180,625 


186,951 


Restricted 


531,154 

96,906 

16,405 

562 

398 


645,425 


648,955 


3,004,220 

142,699 

186,951 

648,955 

(80,847) 
(61,588) 

- 

- 

- 

(27,402) 

27,402 

27,402 
33,641 

- 

_ 

(169,837) 

i    — 

(56,378) 

(6,326) 

(3,530) 

433,328 

26,137 

28,592 

44,835 

90,128 

53,411 

(655) 

2,171 

523,456 

79,548 

27,937 

47,006 

467,078 

$  113,189 

$   21,611 

$   43,476 

Student 
Loan  Funds 


Plant  Funds 


27 


27 


250 


250 


223 


1,463 


1,551 


1,774 


Unexpended 


44 


843 
3,211 
1,187 


5,285 


2,073 


46,107 


66,987 
64,808 

179,975 


80,847 
61,588 


142,435 
(32,255) 
116,923 
(20,856) 
96,067 
$   63,812 


Investment 
in  Plant 


153,141 
66,987 

220,128 


77,719 
55,742 


133,461 


86,667 


1,746,678 

33,884 

1,780,562 

$  1,867,229 


See  notes  to  financial  statements, 
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FLATHEAD  VALLEY  COMMUNITY  CDLLEGE 


STATEMENTS  OF  CURRENT  FUNDS  REVENUES,  EXPENDITURES  AND  OTHER  CHANGES 
YEARS  ENDED  JUNE  30,  1986  AND  1985 


1986 


1985 


REVENUES 

Tuition  and  fees 

State  appropriations 

Local  appropriations 

Federal  grants  and  contracts 

State  grants  and  contracts 

Private  gifts,  grants  and  contracts 

Investment  income 

Sales  and  services  of  auxiliary  enterprises 

Other 

Total  current  revenues  3,343,642 

EXPENDITURES  AND  MANDATORY  TRANSFERS 
Educational  and  general- 
Instruction 
Public  service 
Academic  support 
Student  services 
Institutional  support 
Operation  and  maintenance  of  plant 
Scholarships  and  fellowships 

Educational  and  general  expenditures 

Mandatory  transfers  for: 
Principal  and  interest 
Renewals  and  replacements 

Total  educational  and  general 

Auxiliary  enterprises  expenditures  - 

Total  expenditures  and  transfers       3,313,399 

OTHER  TRANSFERS  AND  ADDITIONS/DEDUCTIONS 
Transfers  from  agency 

Transfers  within  current  funds  13,925 

Excess  of  restricted  receipts  over  expenditures 

(expenditures  over  restricted  receipts)      -_ 


Unrestricted 

Designated 
$    70,851 

Auxiliary 
$ 

Restricted 
$   7,216 

Total 

Ur 
$ 

\rt 

sstricted 

$   484,959 

$ 

563,026 

365,052 

1,577,827 

- 

- 

- 

1 

,577,827 

1 

,521,670 

1,240,162 

- 

t 

- 

98,232 

1 

,338,394 

1 

,196,426 

17,126 

- 

- 

728,185 

745,311 

14,302 

- 

- 

- 

124,811 

124,811 

- 

- 

- 

- 

21,784 

21,784 

- 

23,016 

557 

- 

386 

23,959 

19,147 

- 

- 

203 

,106 

- 

203,106 

- 

552 

20 

,822 

- 

- 

21,374 

1,082 

92,230 


203,106 


1,700,599 

37,167 

243 

52,559 

292,483 

- 

348,875 

- 

426,807 

47,147 

263,987 

- 

83,056 

- 

3,116,050 

136,873 

75,881 

_ 

121,468 

- 

3,313,399 

136,873 

136,873 


218,023 
218,023 


1,200 
(13,925) 


980,614 


980,614 


(5,538) 


4,619,592 


3,117,679 


4,648,909 


3,146,655 


1,200 


(5,538) 


(27,402) 


72,424  $ 


76,514 


148,938 


269,314 

2,007,080 

1,571,375 

32,488 

83,725 

136,527 

- 

101,727 

52,389 

344,872 

270,493 

- 

111,243 

460,118 

371,682 

- 

37,129 

511,083 

442,702 

8,484 

14,067 

278,054 

292,459 

- 

412,747 

495,803 
4,233,537 

55,509 
3,004,220 

- 

980,614 

142,699 



75,881 

80,847 

_ 

- 

121,468 
4,430,886 

61,588 
3,146,655 

- 

980,614 

142,699 

- 

218,023 

- 

- 

27,402 


180,625 


180,625 


186,951 


142,699      186,951 


Restricted 


Total 


$   16,405 

$   453,881 

- 

1,521,670 

96,906 

1,293,332 

372,889 

387,191 

131,311 

131,311 

30,484 

30,484 

562 

19,709 

- 

180,625 

398 

77,994 

648,955 

4,096,197 

143,441 

1,747,304 

119,904 

221,631 

2,999 

273,492 

80,407 

452,089 

32,785 

483,971 

15,111 

307,570 

254,308 

309,817 

648,955 

3,795,874 

— 

80,847 

- 

61,588 

648,955 

3,938,309 

- 

186,951 

648,955 

4,125,260 

[3,5326)  $   (3,530)  $   (32,5 


See  notes  to  financial  statements. 
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FLATHEAD  VALLEY  COMMUNITY  COLLEGE 

NOTES  TO  FINANCIAL  STATEMENTS 
JUNE  30,  1986  AND  1985 


1.   SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Accrual  Basis 

The  accompanying  financial  statements  have  been  prepared  on  the  accrual 
basis  in  accordance  with  generally  accepted  accounting  principles  for 
colleges  and  universities.   The  statement  of  current  funds  revenues, 
expenditures  and  other  changes  is  a  statement  of  financial  activities  of 
current  funds  related  to  the  current  reporting  periods  and  does  not  purport 
to  present  the  results  of  operations  or  the  net  income  or  loss  for  the 
period  as  would  a  statement  of  income  or  a  statement  of  revenue  and  expenses , 

To  the  extent  that  current  funds  are  used  to  finance  plant  assets,  the 
amounts  so  provided  are  accounted  for  as  (1)  expenditures,  in  the  case  of 
normal  replacement  of  movable  equipment  and  library  books;  (2)  mandatory 
transfers,  in  the  case  of  required  provisions  for  debt  amortization  and 
interest;  and  (3)  as  transfers  of  a  nonmandatory  nature  for  all  other 
cases . 

Fund  Accounting 

In  order  to  ensure  observance  of  limitations  and  restrictions  placed  on 
the  use  of  the  resources  available  to  the  College,  the  accounts  of  the 
College  are  maintained  in  accordance  with  the  principles  of  "fund 
accounting".   This  is  the  procedure  by  which  resources  for  various  pur- 
poses are  classified  for  accounting  and  reporting  purposes  into  funds  that 
are  in  accordance  with  activities  or  objectives  specified.   Separate 
accounts  are  maintained  for  each  fund;  however,  in  the  accompanying  finan- 
cial statements,  funds  that  have  similar  characteristics  have  been  com- 
bined into  fund  groups.   Accordingly,  all  financial  transactions  have  been 
recorded  and  reported  by  fund  group. 

Within  each  fund  group,  fund  balances  restricted  by  outside  sources  are  so 
indicated  and  are  distinguished  from  unrestricted  funds  allocated  to  spe- 
cific purposes  by  action  of  the  governing  board.  Externally  restricted 
funds  may  only  be  utilized  in  accordance  with  the  purposes  established  by 
the  source  of  such  funds  and  are  in  contrast  with  unrestricted  funds  over 
which  the  governing  board  retains  full  control  to  use  in  achieving  any  of 
its  institutional  purposes. 

The  common  characteristics  of  the  funds  contained  in  the  various  fund 
groups  are  as  follows: 

Current  funds  -  The  current  funds  group  includes  economic  resources 
expendable  in  performing  the  primary  objectives  of  the  College.   The 
current  funds  group  has  two  distinct  subgroups:   unrestricted  funds, 
which  have  no  expenditure  restrictions,  and  restricted  funds,  which 
have  expenditure  restrictions.   Unrestricted  funds  are  further  divided 
into  three  subgroups:   general  operating,  designated  and  auxiliary. 
Restricted  current  funds  are  available  for  financing  current  operations, 
but  limited  by  external  donor's  and   funding  agencies  to  specific  pur- 
poses. 
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1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 

Fund  Accounting  (continued) 

Student  loan  funds  -  The  resources  from  this  group  of  funds  are 
available  to  students  for  emergency  loans. 

Plant  funds  -  Plant  funds  are  separated  into  two  subgroups:   Unexpended 
plant  fund,  which  is  for  the  acquisition  of  long-terra  institutional 
assets  and  investment  in  plant,  which  contains  the  cost  of  long-term 
institutional  assets  and  related  liabilities. 

Agency  funds  -  Agency  funds  account  for  funds  held  in  a  fiduciary  or 
custodian  capacity  for  individuals,  faculty,  staff  and  student  organiza- 
tions. 

Inventory 

Inventory,  which  consists  of  books  and  supplies  in  the  bookstore,  is 
stated  at  the  lower  of  cost  (first-in,  first-out  method)  or  market. 

Property  and  Equipment 

Physical  plant  and  equipment  are  stated  at  cost  at  date  of  acquisition  or 
fair  value  at  date  of  donation  in  the  case  of  donated  property. 
Depreciation  on  physical  plant  and  equipment  is  not  recorded. 

Deferred  Revenues 

Summer  school  tuition  and  fee  collections  are  deferred  at  June  30  and 
recorded  as  revenue  in  the  succeeding  fiscal  year. 

2.  INVESTMENTS 

Substantially  all  cash  of  the  College  is  administered  through  the  Flathead 
County  Treasurer's  office.   The  College  entered  into  an  agreement  with 
Flathead  County  to  have  cash  on  deposit  invested  in  the  County's  investment 
pool.   The  College's  agreement  with  the  County  requires  the  County  to  make 
distributions  of  interest  income  to  Flathead  Valley  Community  College 
monthly,  based  on  the  cash  invested  by  the  College. 
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3.   NOTES  PAYABLE 


Notes  payable  consist  of: 


11%  contract  payable,  due  in  monthly  install- 
ments of  $2,521  for  interest  only  to  October, 
1993,  after  which  due  in  monthly  install- 
ments of  $3,126,  including  interest,  to  October 
2008,  secured  by  land 

10%  contract  payable,  due  in  annual  install- 
ments of  $50,000,  including  interest,  to 
November  1992,  secured  by  land 

10%  note  payable,  due  in  monthly  installments 
of  $2,125,  including  interest,  to  August  1988, 
secured  by  land 

10%  note  payable,  due  in  installments  of 
$19,641  and  $8,184,  on  July  1,  1987  and  1986, 
respectively,  including  interest,  secured  by 
equipment 

1 0 1/2 %  note  payable,  due  in  monthly  installments 
of  $41,  including  interest,  to  September  1989, 
secured  by  equipment 


1986 


200,517 


52,905 


24,620 


1,600 


1985 


$   275,000   $   275,000 


231,672 


72,041 


41,822 


2,093 


$   554,642   $   622,628 


Notes  payable  maturities  are  as  follows 

1987 
1988 
1989 
1990 
1991 
Later  years 


68,779 
64,250 
45,102 
39,984 
43,847 
292,680 


554,642 
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4.  PENSION  AND  RETIREMENT  FUND  COMMITMENTS 

All  full  time  College  employees  participate  in  one  of  two  pension  plans. 

Teachers'  Retirement  System: 

Faculty  members  are  covered  under  the  State  of  Montana  Teachers' 
Retirement  System.   At  June  30,  1986,  all  eligible  employees  were 
active  in  this  plan.   State  law  determines  the  contributions  to  be 
made  and  the  benefits  to  be  paid.   The  contributions  are:   7.044%  of 
compensation  by  the  member  and  7.423%  and  7.23%  for  the  years  ended  June 
30,  1986  and  1985,  respectively,  by  the  College.   Flathead  Valley 
Community  College's  contributions  for  1986  and  1985  were  $118,655  and 
$92,609,  respectively,  which  represents  approximately  .43%  to  total 
employer  contributions  of  all  participating  state  agencies.   At  July  1, 
1984  the  acturial  present  value  of  credited  projected  benefits  was 
$1,181,941,493  and  net  assets  available  for  benefits  was  $390,093,608. 
The  acturial  present  value  of  vested  and  nonvested  accured  benefits  is 
not  available.   The  assumed  rate  of  return  used  in  determining  the 
actuarially  computed  value  of  accrued  benefits  was  8%. 

As  is  more  fully  described  in  Note  6,  the  College  is  contingently 
liable  for  contributions  for  past  services  of  part-time  faculty. 

State  of  Montana  Public  Employees  Retirement  System: 

All  other  full-time  employees  are  eligible  for  the  Public  Employees 
Retirement  System.   At  June  30,  1986  and  1985  all  eligible  College 
employees  were  active  in  the  plan.   This  plan  is  administered  by  the 
State  of  Montana.   Contribution  rates,  currently  6%  of  gross  pay  by  the 
employee  and  6.41%  by  the  College,  are  set  by  the  State  of  Montana. 
Flathead  Valley  Community  College's  contributions  for  1986  and  1985  were 
$39,796  and  $40,306,  respectively,  which  represents  .14%  of  total 
employer  contributions  of  all  participating  state  agencies.   At  July  1, 
1986  the  actuarial  present  value  of  credited  projected  benefits  was 
$1,202,123,897  and  net  assets  available  for  benefits  were  $558,939,899. 
The  acturial  present  value  of  vested  and  nonvested  accured  benefits  is 
not  available.   The  assumed  rate  of  return  used  in  determining  the 
actuarially  computed  value  of  accrued  benefits  was  7%. 

5.  PRIOR  PERIOD  ADJUSTMENTS 

The  following  prior  period  adjustments  have  resulted  in  fund  balance  resta- 
tements as  of  June  30,  1984. 

Adjustments  for  expenditures  paid  or  revenue 

received  in  the  current  period  relating  to  the 

prior  year  $  (11,784) 
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5.   PRIOR  PERIOD  ADJUSTMENT  (Continued) 


1985 


Taxes  receivable  as  of  June  30,  1984,  not 

previously  recorded  191  ,237 

Allowance  for  doubtful  accounts  on  taxes  receivable 

as  of  June  30,  1984,  not  previously  recorded  (  38,247) 

To  record  theatre  operations  as  a  transfer  from  the 
current  unrestricted  fund  to  the  current  designated 
fund  previously  recorded  as  an  interfund  loan  53,502 

To  record  theatre  operations  as  a  transfer  to  the 

current  unrestricted  fund  from  the  current  designated 

fund  previously  recorded  as  an  interfund  loan  (53,502) 

Property  and  equipment,  which  relates  to  June  30, 

1984,  not  previously  recorded  33,884 

Accrued  interest  on  notes  payable  as  of  June  30, 

1984,  not  previously  recorded  ( 18, 728) 

$  156,362 

The  prior  period  adjustments  are  recorded  in  the  following  funds: 

Current  -  General  Operating  $   90,128 

Current  -  Designated  53,411 

Current  -  Auxiliary  (655) 

Restricted  2,171 

Student  Loan  88 

Plant  -  Unexpended  (20,856) 

Plant  -  Investment  in  Plant  33,884 

Agency  (1,809) 

$  156,362 

6.   COMMITMENTS  AND  CONTINGENCIES 

Commitments 

The  College  leases  certain  facilities.   The  leases  are  operating  leases 
and  are  renewable  on  an  annual  basis.   Total  rent  expenditures  for  the 
years  ending  June  30,  1986  and  1985  are  $112,061  and  $96,434,  respec- 
tively. 
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Contingencies 

As  of  June  30,  1986,  there  were  three  lawsuits  filed  against  the  College 

by  former  employees.  The  management  of  the  College  believes  that  any 

possible  settlements  or  awards,  as  well  as  the  cost  of  defending  these 

cases,  will  be  borne  by  their  insurance  carrier. 

Prior  to  the  Summer  academic  quarter  of  1985,  the  College  did  not  with- 
hold employee,  nor  pay  employer,  contributions  on  behalf  of  part-time 
faculty  members.   Membership  is  compulsory  by  such  individuals.   Dis- 
cussions with  representatives  of  the  Montana  Teachers'  Retirement  System 
indicates  that,  should  effected  individuals  request  coverage  for  past 
services,  the  College  will  be  required  to  pay  applicable  employer  con- 
tributions, plus  interest.   The  potential  liability  arising  from  this 
contingency  cannot  reasonably  be  estimated  at  this  time,  and  no  provision 
has  been  made  in  the  accompanying  financial  statements. 


Charles  Bailly  &  ( Company 


Certified  Public  Accountants 

Suite  425  •  First  National  Bank  Building  Offices  in  Minnesota, 

Great  Falls,  Montana  59401  Montana,  North  Dakota 

Telephone  (406)  727-4004  and  South  Dakota 

Associates  in  principal  cities 

of  United  States,  Canada. 

Mexico,  Europe 

and  Asia 

The  Board  of  Trustees 

Flathead  Valley  Community  College 

Kalispell,  Montana 

Our  examinations  were  made  for  the  purpose  of  forming  an  opinion  on  the  basic 
financial  statements  taken  as  a  whole.   The  supplementary  information  is  pre- 
sented for  purposes  of  additional  analysis  and  is  not  a  required  part  of  the 
basic  financial  statements.   Such  information  has  been  subjected  to  the  auditing 
procedures  applied  in  the  examination  of  the  basic  financial  statements  and,  in 
our  opinion,  is  fairly  stated  in  all  material  respects  in  relation  to  the  basic 
financial  statements  taken  as  a  whole. 


C.Ua/'^Oc3u'lv  fG**f*\y 


Great  Falls,  Montana 
November  8,  1986 
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Quarter  1986  1985 

Summer 

Student    FTE 

Unrestricted  134  189 

Student  FTE 

Restricted 

Total  Student  FTE  134  189 

Fall 

Student  FTE 

Unrestricted  824  890 

Student  FTE 

Restricted  29  9 

Total  Student  FTE  853  899 

Winter 

Student  FTE 

Unrestricted  800  888 

Student  FTE 

Restricted  43  29 

Total  Student  FTE  843  917 

Spring 

Student  FTE 

Unrestricted  721  814 

Student  FTE 

Restricted  _29  _20 

Total  Student  FTE  750  834 
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Grant 

U.S.  DEPARTMENT  OF  EDUCATION 

Pell 

Pell 

Pell-Administrative  Allowance 

Pell-Administrative  Allowance 

College  Work  Study 
College  Work  Study 

Supplemental  Educational  Oppor- 
tunity Grant-Initial  Year 

Supplemental  Educational  Oppor- 
tunity Grant-Initial  Year 

Supplemental  Educational  Oppor- 
tunity Grant-Continuing  Year 

Supplemental  Educational  Oppor- 
tunity Grant-Continuing  Year 

Veterans  Cost-of-Instruction 

Program 
Veterans  Cost-of-Instruction 

Program 
Veterans  Cost-of-Instruction 

Program 

Title  III 
Title  III 

Special  Services 

Computer  Instruction  Project 

Revitalization  of  Business  and 
Industry 

Project  Transition 


Grant 
Number 


Authorized 


Expenditures 


1986 


1985 


P008603562 

$  357,706 

$  355,652 

$ 

P008503562 

205,302 

- 

204,611 

R008503562 

1,295 

- 

1,295 

R008603562 

1,705 

1,705 

- 

P008612416 

33,615 

33,104 

— 

P008512416 

33,688 

— 

27,487 

P008632416 

23,989 

23,989 

- 

P008532416 

23,989 

- 

23,989 

P008642416 

6,908 

4,200 

- 

P008542416 

7,196 

- 

5,040 

Q008512268 

1,918 

1,918 

- 

Q008412221 

1,075 

- 

1,075 

Q008312446 

1,376 

- 

1,376 

G008541254 

185,810 

157,505 

- 

G008201547 

23,783 

- 

21,501 

G008401531 

180,061 

98,281 

68,407 

865802VT2B17VT08 

15,675 

15,675 

- 

865802RX2817R001 

30,923 

29,946 

- 

5140JTPA 

15,000 

- 

14,304 
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Grant 


Grant 
Number 


Authorized 


Expenditures 


1986 


1985 


MONTANA  OFFICE  OF  PUBLIC 
INSTRUCTION 


Adult  Basic  Education  -  State 

Grant 
Adult  Basic  Education  -  State 

Grant 
Adult  Basic  Education  -  Federal 

Grant 
Adult  Basic  Education  -  Federal 

Grant 

Job  Training  Partnership  Act  - 

World  of  Work 
Job  Training  Partnership  Act  - 

World  of  Work 

Project  Transition 

Displaced  Homemakers 

MONTANA  COMMISSIONER  OF  HIGHER 
EDUCATION 

State  Student  Incentive  Grant 

State  College  Work  Study 
State  College  Work  Study 


865658022085 

11,255 

855658022085 

11,255 

85665802640 

24,453 

85565802234 

25,312 

3604JTPA 

59,241 

3504JTPA 

51,423 

5140148400 

15,000 

8558020302180292 

7,000 

41,022 

6,774 
6,725 


11,190 


24,267 


57,660 


425 


11,221 


24,836 


51,065 
13,646 

7,000 


24,022      16,223 

6,774 

6,725 


#1   General  Ledger  Reconciliation  -  Do  not  Concur 

a.  Accounts  Receivable  -  The  College  maintains  a  computerized 
subsidiary  ledger  for  accounts  receivable.  At  the  end  of  the 
fiscal  year,  the  general  ledger  accounts  receivable  is 
adjusted  by  an  adjusting  journal  entry  based  on  the 
subsidiary  ledger  accounts.  The  reconciliations  were  made 
available  to  the  auditors. 

b.  Accrued  expenditures  received  after  year  end  are  established 
by  adjusting  journal  entries  based  on  open  purchase  orders  at 
year  end.  All  transactions  related  to  accrued  expenditures 
are  posted  in  the  general  ledger.  We  are  not  required  to 
maintain  a  separate  subsidiary  ledger  or  listing  for 
accruals.  A  detail  list  of  all  transactions  to  the  general 
ledger  account  is  available  from  our  accounting  system  and 
the  total  of  those  transactions  agree  with  the  general  ledger 
total  at  all  times. 

c.  Credit  memo  receivable  -  Credit  memos  receivable  detail 
listings  are  reconciled  to  the  general  ledger  at  fiscal  year 
end.  Differences  between  the  credit  memo  listing  and  the 
general  ledger  were  due  to  manual  adjustment  to  the  financial 
statements  after  the  books  for  fiscal  year  1985  were  closed 
(see  attached  copies  of  AJE's  for  $28.88  and  $645.12  in 
1985) .  These  manual  adjustments  were  made  available  to  the 
auditors.  During  the  fiscal  year  1986,  reconciliation  and 
year  end  adjustment  to  credit  memos  receivable  for  $1,214.76 
was  prepared  based  on  the  detail  listing  of  credit  memos 
receivable  and  a  copy  of  the  adjustments  was  given  to  the 
auditors  to  be  entered  in  the  financial  statements. 

d.  Cash  -  A  bank  reconciliation  is  performed  once  a  month  as 
soon  as  the  County  Treasurer's  report  is  available.  There  is 
usually  about  one  month  delay  in  receiving  the  County 
Treasurer's  report.  The  accounting  system  has  a  computerized 
bank  reconciliation  program  that  automatically  prepares  a 
reconciliation  once  the  items  that  cleared  the  County  are 
entered.  At  times  there  are  some  differences  between  the 
County  statement  and  the  cash  amount.  These  differences  are 
due  to  the  way  the  computer  program  handles  voided  checks. 
Voided  checks  after  the  reconciliation  period  are  removed 
from  the  outstanding  warrant  list  even  though  the  cash 
balance  for  that  month  is  not  affected.  These  differences 
are  identified  in  the  monthly  reconciliation.  A  difference 
of  $82.05  from  June  of  1985  has  not  been  reconciled  even 
after  considerable  time  was  spent  to  research  the  cause  of 
it.  We  recommended  to  the  auditors  that  an  unidentified 
adjustment  be  made  for  $82.05  as  it  is  not  cost  effective  to 
spend  additional  resources  to  find  this  difference. 

e.  Accounts  Payable  -  The  report  of  "Schedule  of  Checks  to  be 
Written"  is  our  subsidiary  ledger  of  Accounts  Payable. 
Usually  there  are  no  differences  between  the  general  ledger 


and  the  schedule  of  checks  to  be  written.  These  accounts  are 
reviewed  quarterly  and  corrections  are  made  if  any  problems 
exist.  During  fiscal  year  1986,  an  updated  version  of  the 
accounts  payable  software  created  a  problem  when  adjustments 
to  accounts  payable  accounts  were  made.  The  computer 
software  company  took  almost  three  months  to  correct  this 
problem.  This  created  a  delay  in  reconciling  the  accounts 
payable  until  the  detail  was  fully  researched  and  correctly 
adjusted. 

#2   Bookstore  Inventory  -  Concur 

The  present  bookstore  inventory  system  is  not  integrated  with  the 
accounts  payable  system.  This  requires  manual  entry  of  invoices 
to  the  bookstore  system.  This  is  a  time  consuming  process  and  in 
seme  instances  errors  can  occur.  The  College  has  purchased  a  new 
computer  and  is  scheduled  to  implement  in  1988  a  new  inventory 
system  integrated  with  accounts  payable  and  purchasing.  This 
system  will  automatically  update  the  inventory  for  price  and 
quantity  when  the  merchandise  is  received  or  paid. 

#3   Justification  for  Adjusting  Journal  Entries  -  Concur 

The  adjusting  journal  entry  contained  only  a  brief  explanation  of 
the  adjustment  with  attached  supporting  figures  of  the  amounts 
adjusted.  The  entry  did  not  have  any  memo  attached  as  part  of  the 
record.  The  memo  mentioned  was  from  the  administrator  in  charge 
of  the  photocopy  fund. 

The  rate  of  recharges  to  the  photocopy  fund  have  not  changed  for 
many  years.  The  cost  to  purchase  new  photocopy  equipment  has  been 
signficantly  reduced  over  the  years.  At  the  time  of  budget 
constraints,  the  result  of  the  State's  mandated  budget  reductions, 
all  funds  of  the  College  were  reviewed.  Management  discovered 
that  the  photocopy  fund  had  accumulated  funds  in  excess  of 
anticipated  current  needs  for  new  equipment  and  operating 
expenses.  The  adjustment  of  the  current  period  charges  were  made 
to  correct  this  over  accumulation  of  funds.  The  other  funds  that 
were  not  reversed  were  not  significant  and  may  not  have 
participated  in  the  over  accumulation  of  the  excess  funds  over  the 
years. 

#4   Prior  Period  Adjustments  -  Concur 

The  adjustments  posted  to  the  fund  balance  were  to  combine  funds 
and  eliminate  unused  account  funds.  Management  does  not  consider 
this  a  problem,  but  an  effort  to  promote  efficiency.  Prior  year 
expenditures  are  coded  to  accounts  called  prior  year  expenditures 
or  accrued  expenditures. 

#5   Adjusting  Journal  Entries  -  Concur 

The  Accounting  office's  staff  and  resulting  workload  at  times  has 
been  burdened  with  extended  delays  in  filling  job  vacancies.  The 


reduction  of  number  of  entries  can  be  attributed  to  improvements 
in  the  timeliness  of  the  work  being  performed. 

The  current  computer  program  does  not  provide  a  method  for 
entering  recurring  journal  entries.  The  entire  computer 
accounting  program  is  being  replaced  by  the  start  of  the  next 
fiscal  year  and  will  provide  for  recurring  entries. 

A  number  of  inter fund  transfers  are  necessary,  are  not  paid  by  a 
check,  and  adjusting  journal  entries  are  the  best  means  to 
facilitate  these  transfers. 

#6   Check  Protector  -  Concur 

Due  to  increasing  requests  for  immediate  payments,  manual  checks 
are  used  more  than  past  years.  The  Business  Office  recognized  the 
need  for  a  check  protector  and  has  requested  an  equipment  budget 
for  a  check  protector.  Budget  constraints  have  not  allowed  for 
equipment  requests  to  be  budgeted  in  recent  years.  We  concur  with 
the  auditor's  recommendation,  the  check  protector  will  be 
purchased. 

#7   FTE  Reports  -  Concur 

The  unrestricted  credits  were  understated  by  nearly  4  FTE.  To 
prevent  similar  clerical  errors,  a  computer  program  has  been 
written  to  build  the  Report  1  from  the  C-D  Report. 

#8   Expenditure  Account  Codings  -  Concur 

The  one  instance  found  in  all  the  auditor's  tests  was  a  key  punch 
error,  the  result  of  reading  a  nine  instead  of  a  four  in  a 
nineteen  digit  account  code.  The  College  uses  nine  digits  in  a 
single  account  code,  maintains  hundreds  of  different  accounts  and 
processes  thousands  of  transactions.  Management  does  not  consider 
that  the  one  instance  indicates  a  material  weakness,  and  that  it's 
not  practical  to  prevent  all  errors.  This  key  punch  error  only 
indicates  one  misclassification  and  is  not  significant. 

Management  considers  the  effectiveness  of  existing  control 
procedures  adequate,  either  individually  or  in  combination,  for 
the  prevention  or  detection  of  particular  types  of  errors  or 
irregularities  (or  to  the  achievement  of  particular  control 
objectives) .  The  error  resulted  in  a  misclassification,  but  was 
not  significant  or  misleading  as  to  the  expenditure  of  funds. 

#9   Cash  Management  of  Student  Financial  Aid  -  Concur 

The  College  does  not  draw  funds  for  the  summer  months  when  it  does 
not  provide  financial  aid.  The  fall  report  submitted  was 
rejected,  causing  a  delay  and  then  it  was  resubmitted.  The 
College  has  attempted  to  change  to  the  bank  electronic  transfer 
method  to  draw  funds.  The  Federal  agency  would  not  approve  any 


changes  for  any  college  at  the  time  requested.  The  College  will 
resubmit  another  application  this  year. 

#10  Recipient  Report  of  Expenditures  -  Concur 

The  College  has  requested  extensions  of  time  to  file  reports. 
Extensive  reconciliations  that  are  time  consuming  were  prepared 
before  a  report  was  filed.  Changes  in  the  past  year  have  aided 
the  timely  submission  of  reports.  Next  year  a  new  integrated 
financial  aid  computer  program  will  be  implemented.  Financial  aid 
reporting  will  then  be  fully  integrated  with  the  general  ledger. 
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